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On April 18, the Agence France-Presse quoted unidentified industry sources as saying that
Occidental Petroleum Company is considering shutting down its operations in Peru after
accumulating about $200 million in losses over the past four years. The US firm has commenced
offering buyouts to employees who agree to leave their jobs in order to cut costs and prepare
the way for closing operations. Occidental is the only foreign petroleum company with major
exploration and production operations in Peru. Most financial losses were accumulated from 1985
to 1990 during the administration of former president Alan Garcia. The company was forced by
the government to accept payments at an official exchange rate which represented about 50% of
the dollar's value on the free market. Next, the state-owned PETROPERU has outstanding debts to
Occidental Petroleum of $34 million. Until November 1989, Occidental Petroleum was producing
about 75,000 barrels per day of oil in Peru. The nation's total crude output is 145,000 bpd. Since then,
Occidental production has declined to 55,000 bpd. Energy Minister Fernando Sanchez Albavera
told reporters on April 19 that a decision by Occidental to close out operations in Peru would be
"unjust." Without providing details, the minister said "a series of measures had been taken" to
resolve PETROPERU's outstanding debt with the US company, as well as $200 million in financial
losses resulting from the Garcia administration's overvaluation of the national currency. Sanchez
Albavera discussions on a new contract with Occidental are underway on a new concession for
exploration of Lot 4 in the northern jungle region. Occidental commenced operations in Peru 19
years ago. The company has invested $1.5 billion in two oilfields in the Amazon region. (Basic data
from AFP, 04/18/91, 04/19/91)
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